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FOUR DECADES OF FARM LENDING 


A Saga of the West and What Farm Lending Was Like Not So Many Years 
Ago—by the Head of One of the Oldest Member Firms of MBA 


HE firm of Miller & Viele began 

in 1897 in Utah as a partnership 

between Lee Charles Miller and 
Abram Viele. Mr. Viele lived in Sara- 
toga Springs, N. Y., and did not take an 
active part in the business, although he 
was always keenly interested in its opera- 
tion. He was my father. From this mod- 
est beginning we grew with the country, 
until at the peak of its activity Miller & 
Viele employed twenty people, all care- 
fully and accurately trained in the farm 
mortgage business by Lee Charles Miller 
personally. Some of these people are 
still carrying on. 

Mr. Miller was actively interested in 
the old Farm Mortgage Bankers Associa- 
tion from its beginning. 

When we remember the days of a 
quarter of a century ago, or earlier, as 
compared with the present, our first 
thought is of transportation. Land ex- 
aminations were not only thorough but 
deliberate. In that earlier day travel was 
by horses, in buggies or light spring 
wagons, over roads muddy in winter or 
dusty in summer. At first thought this 
seems a definite disadvantage, but it had 
its value. The land examiner went 
slowly, he stopped to chat with the 
farmers along the road, and especially 
with the neighbors of the applicant for a 
loan. He inquired about crops, he asked 
the adjoining property owners what they 
considered a fair valuation for their land. 
Frequently receiving the answer “I 
wouldn't sell my place at any price.” 
This leisurely form of examination re- 
sulted in an intimate knowledge of the 
territory, even if less ground was cov- 
ered. The result was photographic, for 
from office maps later it was possible to 
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reconstruct the the entire 
neighborhood. 

Now we speed through over concrete 
roads, at a rate as rapid as the individual 
examiner prefers. We stop at the farm 
to be examined, we secure information at 
the county seat as to financial rating, 
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Not many women have lived 
such an interesting life as Mrs. 
Miller and few have had a 
career in business such as she 
has had. As one of MBA’s two 
women members it is appropri- 
ate that she should be among 
our first contributors. Her 
home is in Salt Lake City and 
her interests are wide including 
flying, prize-winning livestock 
and hunting. 











taxes, etc. We appraise the applicant, 
but of family life, neighbors, and general 
conditions we have no intimate knowl- 
edge, because we do not have time to 
stop and visit. It lacks the personal 
touch. As compensation for that loss we 
now have the soil expert, the reports 
issued by the Agricultural Colleges, the 
knowledge gained through the years of 
the use of irrigation water, methods of 
drainage, better schools including courses 
for young farmers in the Agricultural 
schools, beginning with “Ag” classes in 
the high schools. It is more specialized. 
The farm boys belong to Future Farmer 
or 4-H Clubs, the girls, too, have their 
training in home economics under the ex- 
tension workers from the schools. This 


should make for inteiligent handling of 
our farm problems in the future. 

We also have access to the plats being 
made by the Government under the con- 
servation program, giving much valuable 
information on crops produced, pattern 
of fields, and planning of production for 
the future. However, fundamentally the 
inclination of the man on the farm has 
its influence. If he is interested in live 
stock, feeding and breeding, he can go 
further in that direction than in market 
crop production. That is where the ad- 
vice of the land examiner sent out by 
the investor is most valuable, he is usu- 
ally personally interested in the farmer, 
his plans, and efforts, and can bring a 
knowledge acquired from experience 
over a wide field to the help of the bor- 
rower. For on the success of the farmer 
in handling his land, and marketing his 
crops, depends the payment of interest 
on the mortgage, taxes, and water duties. 

All of these aids, except that of the 
land examiner, were lacking a quarter of 
a century ago. Nor did the farmer need 
them at that time, for much of the pres- 
ent difficulty of crop production had not 
yet touched a nearly virgin field. The 
noxious weeds may have been present in 
embryo, but not developed to the point 
where the farmer was even conscious of 
them. Erosion had not developed, and 
the ground had lost none of its original 
fertility. Insect pests there were, at 
times, but not the plant diseases we now 
combat. Alfalfa sod was expected to last 
up to twenty-five years without failing. 
Now we must plow up and reseed every 
four years at least. The weather was, as 
now, unpredictable over long periods, 
and the present daily weather reports 
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coming over the radio which should be 
helpful, were unknown Life Was sim 
pler, with no automobiles, poor roads, 
and little temptation to wander, the 
farmer put in more time on his land 
Life was harder, no doubt, but the returns 
from the farm were more abundant 
This naturally leads up to the ques 
tion of interest rates. It like a 
dream to remember that 8 per cent was 
the regular rate, with 9 per cent and 10 
per cent not uncommon. But people paid 
their interest when due. It was the ex 
pected thing to do. No one held out a 
helping hand, until the Federal Land 
Bank came in with its reduced rate of 
interest. Even at first that did not help 
much, for the stock subscription, ex 
penses, and restrictions as to amount per 


seems 


acre of loan, and approved districts, cut 
down the action, and made 
farmers hesitate to make use of a Fed 
eral Land Bank loan. 

Much of our territory was gained by 
pushing out into new sections, where the 
money was frequently borrowed to pay 
for the fencing, buildings and breaking 
up of land in sage brush. One of the 
points upon which land was judged was 
the size of the sage brush. If it was 
heavy with trunks the size of a man’s 
arm, we knew the soil was rich and pro 
ductive. It was in this new country that 
the high rates were obtained. One good 
old pioneer, after faithfully paying 10 
per cent interest on his loan of $1,000 
for ten years, realized plaintively that he 


scope of 


had paid in interest as much as his en- 
tire loan, and still owed the principal. 





EXAMINING LAND 
IN A “SURREY” 


Photographs on this page were 
taken by Lee Charles Miller who 
was a camera fan long before the 
present craze began. One not 
printed here shows the leisurely 
method land examiners used then 
to appraise a farm. “Surreys” 
were the transportation. Another 
shows Lee Charles Miller examin- 
ing a farm and inspecting the 
sage brush. Miller and friends 
wore the traditional “dusters” 
necessary for motoring in those 
early days of the automobile. 











But this was the way the country was 
developed. If it had not been for these 
early loans I do not know how long de 
layed would have been the breaking up 
of this fertile soil. Ditches for irriga- 
tion were developed by the farmers 
themselves who performed the manual 
labor with their teams, and borrowed 
only enough money to pay for the mate- 
rial used in dams and flumes, or the fees 
of an engineer who put in the simple 
reservoirs. It was when all of these 
easily developed “farmer ditches” had 


been made and the larger dams and res 
ervoirs became necessary, that the gov 





Sugar beets—intimately tied into Utah’s history—on the way to the factory. Mrs. Miller, 
author of this article, is at the wheel—but what year the photograph was taken, she doesn’t 


say. 


In those early days Mrs. Miller handled the office for the firm, while Lee Charles did 


all the field work—and that meant covering a vast stretch of undeveloped western country. 


And speaking of appraising, what a far cry it is from the early days of the Miller firm 
when the mortgage lender looked over the property very carefully, talked to the owner 
and got a very intimate knowledge of the land and the people in the neighborhood. 
Today, in a swifter-moving age, that is not always possible because the tempo of life 


moves too fast. 


ernment stepped in with its reclamation 
service and the gigantic reservoirs of the 
present day began their development. It 
is mass production now, instead of the 
small groups, and it is necessary, for the 
farmers went as far as their resources 
would carry them, and still there was a 
need for more water and the cultivation 
of larger tracts of land. 

Again we have lost the personal touch 
for the benefit of the larger number. 

Of necessity our business was carried 
on with members of the Mormon 
Church, for they were our only farm- 
ers in this territory at that earlier date. 
When they contracted debts they ex- 
pected to pay them, although there were 
always a few who were delinquent. 
When making collections Lee Charles 
Miller, who performed all of the duties 
of a field man in the early history of 
our firm, would go to the Bishop of the 
Ecclesiastical Ward and tell him of our 
borrowers who were lagging behind. 
The Bishop would cheerfully assume 
the burden of collection, saying, “Don’t 
worry, Brother Miller, I will see that 
Brother Jensen pays his interest as soon 


as he cuts his hay.” And he would. 
Ice Trouble 


Many difficulties and discomforts at- 
tended the field work of twenty-five 
years ago. Many were the stories of ex- 
citing adventure told by Lee Charles 
Miller on his return home from such 
trips. The larger canals of Eastern Idaho 
which carry irrigation water are, some 
of them, as large as small rivers. Cross- 
ing one of these in a sleigh with a lively 
team, on the ice, a runner broke through 
the ice on one side throwing Lee Charles 
and his local agent into the canal. Both 
were weighted down with heavy fur 
coats, so went completely under, and 
came out on the bank in sub zero 
weather with ten miles to go. Fortu- 
nately the team was held, and they ran 
the horses all the way to town. On ar- 
rival there was no fire in the small coun- 
try hotel, except in the kitchen, so one 
had to be built in the stove in the sitting 
room before Lee Charles could get out 
of his wet clothes and rub himself down 
so as to start circulation again. In the 
midst of this operation the stove pipe 
fell down, showering the room with soot. 
The story came out when he turned in 
his “winter flannels” to be laundered. 

On another occasion when the treas- 
urer of the life insurance company for 
whom we were loaning money made one 
of his rare visits, the buggy in which 
he and Lee Charles were riding became 
mired down in one of the ditches, and 
it was necessary to climb along the 
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tongue between the horses and make a 
leap for the bank in order to avoid a 
ducking. This particular officer, being 
fastidious as to his clothing and appear- 
ance, considered that a rare adventure. 
It is easy to see why we were left pretty 
much to ourselves, and received few 
visits from the home office. With easy 
transportation, good hotels everywhere 
which have developed to take care of 
the motor traveling public, supervisors 
are numerous, and advisors grow on 
every bush. It is almost a wonder that 
the farmer still maintains his “rugged 
individualism,” for he is the most inde- 
pendent producer of all, and still resents 
being told what to do, even if it is the 
best way. 


Coming of the Co-ops 


The development of co-operatives has 
made a more dependable income, one 
upon which we can base land valuation, 
and from which we may expect more 
regular payments of obligations. In the 
early days we knew the farm was going 
to increase in value and the security 
would always be ample, in case of fore- 
closure, and so it proved to be. Grad- 
ually the picture has changed, until now 
we have aids and methods by which to 
estimate the income of the farm and so 
judge whether the land will bear a cer- 
tain burden of debt. All farmers had to 
be hard workers in order to live in the 
pioneer stages, now the farm owner must 
plan and work according to rules, he 
must think ahead as to the probable 
production of a choice of crops so that 
he may produce the one which will bring 
the best returns. Then he must work in 
harmony with his neighbor's farms in 
the marketing of those crops. This makes 
the type of farm loan somewhat differ- 
ent. The interest rate is lower, but it 
should be more certain of payment. The 
foundation is the same, the land, and 
the production of fundamental things, 
food, the elements of clothing, some of 
the luxuries. We could not long sustain 
life without the farm. 


Beginning with one man (Lee Charles 
Miller) in the field, and one woman 
(myself) in the office we progressed 
slowly during the earlier years by using 
local men as our agents. These agents 
brought us the applications, which were 
examined and closed by Lee Charles, 
who often wrote up the loan papers by 
hand on the kitchen table while the 
farmer's children joggled his elbow. As 
the country grew, the great Twin Falls 
section was developed, new irrigation 
ystems attracted us further afield and 
both field and office forces were in- 
creased. Wherever a new development 


an 


was started, Lee Charles was the first on 
the ground ready to assist the settlers. 





ADVICE TO 
FARM LENDERS 


When you next begin to com- 
plain about “conditions” that 
exist today, remember Lee Charles 
Miller. Once when on an inspec- 
tion trip his sleigh broke through 
the ice of a frozen Idaho canal 
throwing him and his local agent 
into the zero water. Racing the 
horses 10 miles to the nearest 
town he found the hotel’s stove 
fire out. Still wringing wet, the 
fire had hardly been started when 
the stove pipe fell down. Lee 
Charles Miller made loans in 
those days under certain “condi- 
tions” that can be escaped even 
though farm men today have to 
battle certain “conditions” Miller 
didn’t know. 











Finally we were selecting loan securities 
from Mesa in Western Colorado, to 
La Grande in Eastern Oregon, a bit of 
Western Wyoming, a dip into Nevada, 
as well as all of Utah and Idaho. Grad 
ually changing conditions, especially 
during the middle 20s when it was 
necessary for government loaning agen- 
cies to take hold, have drawn in our 
lines. But the years of sympathetic deal 
ing with the farmers in this wide terri- 
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WAGES AND HOURS 
RULING IS MADE 


While the Mortgage Bankers Associa- 
tion of America has not been able as yet 
to secure a definite ruling from the 
Wages and Hours Division of the United 
States Department of Labor on certain 
points which it raised as to the effect of 
the legislation on the mortgage field, the 
Division has written the National Asso- 
ciation of Building Owners and Man- 
agers as follows: 

“It is not possible for me to give a 
blanket opinion covering your Associa- 
tion as a whole. In the ordinary case of 
maintenance employees working in office 
buildings and apartment houses, I am of 
the opinion that they are not engaged in 
interstate commerce or in the produc- 
tion of goods for interstate commerce 
within the meaning of the Act. 

“We believe that the clerical and 
maintenance employees in a_ factory 
building devoted to the production of 
goods for interstate commerce are with- 
in the coverage of the Act. It would 
seem that this conclusion would be the 
same in a case where the manufacturing 


(Continued next page, column 1) 


tory, understanding of their problems, 
mutual confidence established, have made 
us close to the territory, and we find 
now that wherever possible the farmer 
prefers to deal with his old friends 
rather than his relative, Uncle Sam. 


a a 





“Full speed ahead—and don’t spare the horses,”—and they often proved indispensable to 
Lee Charles Miller when the mud put up a better battle than the “Lizzie.” Such an incident 
involved the treasurer of a life insurance company, as Mrs. Miller relates. In those days 
Miller & Viele didn’t have too many such guests—for obvious reasons. 


Mrs. Miller’s glance-back to an earlier day in farm mortgage lending comes at a time 
when there is a reviving interest in farm loans. At the last MBA convention Mrs. Miller 
attended our special Farm Mortgage Conference and expressed the opinion that “new life 


seemed to be stirring in the business.” 
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AMERICA’S FARM MORTGAGE DEBT ANALYZED 


By DONALD C. HORTON and E. J. ENGQUIST, JR. 


OTAL indebted- 
ness in the United States declined 
further 1937. The drop 


was 2.4 per cent compared with a decline 


farm-mortgage 
during 


of 3.3 per cent in 1936 and 1.9 per cent 


in 1935. The farm-mortgage debt on 
January 1, 1938, was 23.1 per cent 
below that for January 1, 1930 

The volume of farm-mortgage debt 


outstanding January 1, 1938, is estimated 
at $7,082,156,000, of which 40 per cent 
was held by the Federal land banks and 
the Land Bank Commissioner, 1.5 per 
cent by the joint-stock land banks, 12.7 
per cent by life insurance companies, and 
45.8 per cent by other lenders, including 
individuals, commercial and savings 


banks, 


llane¢ US lenders 


mortgage companies, and other 


MIsct 


Total farm-mortgage loans held by the 
Federal land banks and the Land Bank 
Commissioner declined slightly in 1937 
after a continuous rise for several years 
Declines occurred in all geographic divi 
sions except the New England and the 
Middle Atlantic States 


loans of the joint-stock land banks, which 


The mortgage 


are in liquidation, continued to decline 


in 1937. The total of life insurance com 
pany holdings of farm mortgages de 
clined still further, although rises oc 


curred in five of the nine geographic 
divisions. The declines occurred in the 
New England States, East and West 
North Central States and in the West 
South Central States. However, 86 per 
cent of the farm mortgages held by life 
insurance companies at the beginning of 
1938 were on farms in these four geo 
1935 the farm 


Insurance 


divisions. In 
life 


graphic 


mortgage loans of com 


WAGES AND HOURS 


(Continued from page +) 


corporation housed its ofhce force in an 
office building separate from the factory 
Complications may arise where the own 
ership of the office building is in a sub 
sidiary corporation whose stock is owned 
by the manufacturing corporation 


“You refer to another situation where 
an industrial corporation engaged in the 
production of goods for commerce owns 
an office building and occupies a portion 
of it, but commercial tenants 


lea ses tk 





In this article two govern- 
ment economists show you the 
division of farm mortgage debt 
in the United States as of the 
first of last year and these are 
the latest accurate figures avail- 
able. This report is part of a 
much more comprehensive 
study from the department of 
agriculture. 











panies declined in all geographic divi- 
sions, and in 1936 declines occurred in 
all but the South Atlantic States where 
the rise Total farm- 
mortgage loans of the remaining lenders 
declined still further in 1937, although 
occurred in the New England, 


was nominal. 


rises 


South Atlantic and East South Central 
States. 


The data on farm-mortgage loans held 
by the federally sponsored credit agen- 
cies and for the joint-stock land banks 
are taken directly from reports of the 
Farm Credit Administration. Those for 
life insurance companies are compiled 
from the reports of individual companies 
except for a small amount that is esti- 
mated for a few companies. These three 
groups of lenders account for about 54 
per cent of the total outstanding farm- 
mortgage debt on January 1, 1938. For 
the remainder of the lender groups the 
change in outstanding farm-mortgage 
loans for 1937 is estimated by States 
from data on the volume of farm mort- 
gages recorded and released during the 


year. 


TOTAL FARM MORTGAGE DEBT; PERCENTAGE HELD BY PRINCIPAL LENDER 
GROUPS AND TREND OF FARM REAL ESTATE VALUES. 1930-38 
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the greater portion of the office space. 
My informal opinion here is that the 
functions of the elevator operators, jani 
tors, repair and maintenance men, etc., 
cannot be segregated and that they are 
within the coverage of the Act just as 
much as if the office building were occu- 
pied in its entirety by the manufacturing 
corporation. Even here, refinements 
might be made: for instance, it might be 
possible that some of the charwomen 
could be allocated exclusively to taking 
care of that portion of the building 
leased to the commercial tenants. 


“Considerations such as these empha- 
size the undesirability of attempting to 
give a blanket answer to your inquiries. 
You understand that these are questions 
which ultimately must be decided by the 
courts, and as to which the Administra- 
tor has no power to give a conclusive 
ruling. An opinion expressed by the Ad- 
ministrator, or his General Counsel, to 
the effect that certain persons are not 
within the coverage of the Act would 
not, if such opinion proved to be erro- 
neous, protect the employer from liabil- 
ity to his employees under Section 16 


(b) of the Act.” 
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* REVIEW OF THE NEWS * 


Highlights from the Press of Particular Interest to Mortgage Bankers 








URGES TAPERING 
OFF MORATORIUM 


A gradual tapering off of the mortgage 
moratorium law in New York was recom 
mended by Governor Lehman this month 
“with due consideration not only for the 
mortgage investor but for the small 
homeowner as well. I recommend that 
the moratorium law be again extended 
but with a modification which would 
compel that, in addition to interest and 
taxes, the owner be required to pay a 
certain fixed amortization on principal.” 
The Governor renewed his recommenda 
tion of last year for the creation of a 
mortgage “bank.” 

“Private capital must be encouraged 
to invest its funds in the mortgage mar- 
ket. It is vitally important that we au 
thorize the creation of mortgage banks 
at this session,” the Governor said. 

He also suggests a reduction of munic- 
ipal costs in the foreclosing of tax liens 
on vacant land by a new procedure 
which would require county or local off 
cials without compensation to perform 
the duties customarily assigned to referees 
and auctioneers on a fee basis, and that 
the legislature “modernize our mortgage 
of foreclosure procedure so as to avoid 
unnecessary cost and delay.” 


BIG FHA PROJECT 

Two big New York banks have as 
sumed a $2,100,000 mortgage on the first 
unit of the largest construction program 
yet undertaken under FHA sponsorship 
The development is in Kew Gardens, 
Long Island. This $2,100,000 loan is the 
second largest yet made and insured by 
FHA, the largest being the $2,306,000 
mortgage taken by Prudential on the 
Queens Boulevard project at Forest Hills, 
Long Island. On completion of construc- 
tion, the banks will sell the loan to the 


State Comptroller of New York. Three 
New York City banks have about 


$10,000,000 worth of mortgages under 
consideration or pending FHA approval. 


FARM LOANS REVIVING 


Farm mortgage investments are coming 
back in favor among insurance com- 
panies, according to George W. Fowler, 
vice-president and treasurer of the Bank- 
ers Life of Iowa. “This is true not only 
of the Bankers Life Company, but also 
of the life insurance business as a whole.” 


WILL MAKE LOANS 
TO ENTERPRISES 


Prudential Insurance Co. is liberalizing 
its lending policy to include serial loans 
to local enterprises for than $1, 
000,000. The company shortly plans to 
set up offices in key cities throughout 
the country to facilitate the making of 
such loans. 

Prudential is the second large life com 
pany to enter the small loan field on a 
big scale. A short time back the Equi 
table Life started making loans of that 
character and it is understood that quite 
a substantial volume have been closed. It 
is possible that other insurance firms may 
follow a similar course, especially if the 
of these two companies is 


less 


experience 
favorable. 

To keep down costs to the borrower, 
loans, where possible, are made in the 
form of a real estate mortgage. Other- 
wise, they are in the form of a debenture 
bond issue. Where it is in the form of 
a mortgage, the size of the loan depends 
principally on the earnings record of 
the company, the outlook and type of in- 
dustry, rather than on the value of the 
real estate pledged behind it. 

Except in special cases, loans usually 
are made for a period of about 12 to 15 
years and provision is made for amorti 
zation on a yearly basis. 


END BANK LIABILITY 


At the November election two more 
states, Texas and Nebraska, were added 
to those who have already ended double 
liability on bank stocks, thus bringing the 
total to 17. Thirty-one states still re- 
main where double liability prevails. 


(A complete discussion of this 
subject showing the position of each 
state regarding double liability will 
be sent members upon request.) 





COMING 


Next Issue 


In the February Ist issue of “The 
Mortgage Banker” we will present 
as the leading article “Creative 
Property Management™ by C. A. 
Mullenix, member of our Board of 
Governors from Cleveland. 











CRITICIZES 207 
SECTION OF FHA 


The mortgage insurance side of FHA 
has been fine and so has the moderniza- 
tion feature—that has been a comment 
many mortgage men have made. But 
when the rest of the Act is studied and 
analyzed, in theory and performance, the 
praise stops. That also has been the view 
of many, as it is of Ralph A. Brooks, 
New York real estate man writing in 
Barron's. He sums up: 


“By and large, this law was a con- 
structive piece of legislation. Its defects 
are in its administration. A_ simple 
amendment providing that no_ project 
financed under Section 207 may charge 
a rental in excess of $14 a room would 
eliminate its only present flaw. 


“Until this is done, or the administra- 
tor exhibits an awareness of renting mar- 
ket conditions, surplus will be piled on 
surplus until urban real estate values 
collapse under the weight of a housing 
glut.” 

More explicitly he details his objec- 
tions: 

“Section 207 of the amended National 
Housing Act provides that the FHA may 
accept for insurance mortgage loans not 
in excess of $5,000,000, when secured by 
rental housing projects developed in ac 
cordance with the Act’s requirements. 
Provision is made for control of the 
financial structure of the owning corpora- 
tion by the administrator. Rents to be 
charged and dividends declared are sub- 
ject to his approval. To all observers it 
appeared that this portion of the Act 
was designed to stimulate the erection of 
low-cost but self-sustaining rental hous- 
ing, aimed to supply a genuine need 
among urban families with annual in- 
comes ranging from $1,250 to $3,000. 

“In the four largest cities of the coun- 
try, this income group embraces 53.7% 
of all non-relief families (Table VIII, 
National Resources Committee Report 
on Consumer Incomes in the U. S.). In 
the administration of the Act this group 
has not been reached, in New York City 
at least. In all the projects under Section 
207 of which the writer has knowledge, 


(Continued on Page 7, Column 3) 
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ADVICE FOR INFLATION WORRIERS 


By FRANK PARKER STOCKBRIDGE 


Productive land, if bought before the speculative rise be 
gins, has probably carried more investors safely through 
inflationary booms of all kinds from the beginning of time 
to now, than any other form of hedge. The investor in real 
estate in America, however, must consider the impact of 
property taxes, which tend to rise as commodity prices rise, 
and of governmental regulation of rents which is likely when 
the slump begins to cause distress, together with the possi 
bility, in times of depression, of no income at all while the 
cost of maintenance and the rate of taxation remain un 
changed or increased 

For the small investor the present may provide a better 


opportunity to buy or build than there will be later on, 


whether we face a boom in business or some other inflation. 
The buyer of real estate on a long-term mortgage stands 
a chance of paying the major part of the cost in depreciated 
dollars if real currency inflation “catches”. That is so obvi- 
ous that it has been widely recommended by many economic 
advisers as the safest possible hedge. That depends on so 
many and such varying factors that only the investor's indi- 
vidual judgment should be his guide—which is true of all 
attempts to hedge. 

The speculative risk in previous inflations, on both sides 
of the Atlantic, seems to have been materially less in good 
agricultural land than in urban real estate. 





LOWER MORTGAGE INTEREST RATES NOT IN PROSPECT 


By PHILIP W. KNISKERN 


During a great part of 1938 there was considerable agita 
tion for lower mortgage interest rates. This has been 
straightened out and capital knows fairly definitely what 
return it can expect for its investment. I look for a great 
flow of available mortgage money in the new year. Financial 
institutions, particularly insurance companies and trust com 
panies, are seeking satisfactory investment mediums. They 
have been turning to the mortgage field in ever-increasing 
numbers and their investments in this category should be 
even greater in 1939 

The number of available properties has been diminishing 
each year. Demolition of existing dwellings for several years 
was greater than the construction of new ones. A recent 


United States Department of Commerce real property inven- 
tory of sixty-four cities showed that less than 40 per cent 
of dwellings were in first-class condition. 


Improving business conditions in general are tending to 
make the latent demand for housing active. However, it will 
take years of building at full capacity before sufficient hous- 
ing can be erected fully to meet our needs. 


I look for no realty boom in 1939 such as we experienced 
in 1926. Instead, I believe that the coming year will witness 
a decided gain that will continue to increase over a period 
of years, making real estate an even better and safer invest 
ment medium. 





ARTERIAL HIGHWAYS WILL GOVERN FUTURE CITY 


By DR. PAUL ZUCKER 


Since we are fully aware that it is impossible to rehouse 
the whole population of the city in one, two or three family 
dwellings, erection of large multiple dwellings, situated only 
among the borders of these arterial highways, would be the 
final step in realizing the city of the future. Construction 
and extension of the arterial highways and the building of 
these multiple dwelling units along the highway borders will 
produce an orderly framework to the city of the future 
This plan will avoid a repetition of the existing ugly con 
fusion of gasoline filling stations, antiquated frame dwellings, 
dining cars, factories, many-storied apartment houses and 
brownstone dwellings. Hideous from an esthetic point of 
view, this mingling is impossible both socially and eco 
nomically 


The initial step in planning the city of the future is ex- 
tension of existing arterial highways. As a second step, 
special residential neighborhoods should be created beginning 
a certain distance from the heart of the city and between 
forty and sixty minutes’ driving or train time from the city’s 
center. 

These residential sections should lie between arterial high- 
ways and should consist of one, two and three family houses. 
Connecting streets should be few and, if possible, circular 
and narrow to discourage trafhe and thus eliminate noise. 
Total land values in this area will not be changed as a whole, 
but the value of different parts may be affected in propor- 
tion to the distance from the arterial highways. 





CLEARS UP ONE WAGES-AND-HOURS PROBLEM 


Provisions of the Wages and Hours Law are not applicable 
to employees of hotels and apartment houses and other prop 
erties, mortgages on which have been foreclosed by banking 
institutions and thus have become their property, according 


to Elmer Andrews, Administrator. This class of employees, 

he added, are not held to be engaged in interstate commerce. 

However, where foreclosures include properties that oper- 
(Continued Next Page, Column 1) 
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HOLC’S PRICE POLICY 

In the past two years mortgage and real estate men have looked at the rising 
total of properties being taken over by HOLC and wondered what might be the 
ultimate effect on the market when the agency began to dispose of them. So far 
there seems to have been no very important adverse effect by the HOLC sales now 
being made but the New York Times opens up another phase of the matter when 
it declares: 

“Although the Home Owners Loan Corporation has been engaged in an active 
sales campaign this year to dispose of the residences it was forced to take back 
because of mortgage defaults, it still has about 100,000 houses on its hands. 

“Sales of these dwellings have been rising steadily, but many real estate men 
who are cooperating with the HOLC in getting the homes back into private hands 
complain that they have been handicapped because of ‘rigid sales prices’ and the 
usual governmental delays in closing deals. Some contend that in many cases the 
HOLC offerings are held at figures ‘above the market’ and should be listed at levels 
in line with today’s sales, rather than on the basis of the HOLC’s ‘stake’ in them. 
They also claim that State and local managers of the Federal agency should have 
broader powers to accept offers in their territory. Delays occasioned by the necessity 
of passing on many such offers to Washington for action often have caused pros- 
nective deals to be abandoned.” 

It is perhaps too early to estimate the actual result of this tendency toward 
sticking to a set price, but many implications can be drawn. 


MORTGAGE APPRAISALS BY MORTGAGE MEN 

The article in our first issue by Howell N. Tyson, Jr. ought to solicit the earnest 
consideration of every mortgage banker. The questions he raised are questions for 
today—problems that actually confront our business now. Accurate, sound and 
conservative appraisals can still be best secured from the mortgage lender, as Mr. 
Tyson explained, and any movement to change this integral part of a lender's 
operations only means a further intrusion into a field of private activity that has 
already suffered more than its share. 


CONTRIBUTORS IN THIS ISSUE 

Mrs. Miller needs no further introduction to MBA. In our section devoted to 
short quoted articles, Frank Parker Stockbridge is a writer for Barron's and the 
quotation is from a series of articles he wrote on “Inflation Hedges That Worked.” 
... Philip W. Kniskern is a member of MBA and president of the First Mortgage 
Corporation of Philadelphia Dr. Paul Zucker is professor of architecture at 
Cooper Union in New York . . . Horton and Engquist, Jr., are, as explained, 
economists with the department of agriculture. 











ate in commerce over State lines, they are, of course, eligible 
under the labor law, Mr. Andrews said. 

Trade associations, including State Banking Associations, 
in recommending compliance by their membership under 
provisions of the Wage Hour Law, are not to be considered 
responsible for the enforcement of standards against their 
own membership. Andrews said in another statement: 

“Trade associations are relieved of the embarrassing re- 


SECTION 207 OF 
FHA CRITIZED 


(Continued from Page 5) 


no rental has been under $200 a room 
per annum. A three-room unit, there 
fore, costing $600 a year provides for a 
prudent tenant earning not less than five 
times the rent, or $3,000. 


“It is found that 16.5% of all urban 
families have incomes ranging upward 
from $3,000. Adequate housing for this 
last income group is already existing. Re- 
liable surveys show a vacancy average 
in Manhattan of about 8%. Despite 
this, the FHA has already made numer- 
ous commitments to insure mortgage 
loans under Section 207 in the New 
York metropolitan area. This additional 
surplus housing must necessarily have a 
depressing effect on the earnings of exist- 
ing structures. 

“There is an increasing trend to de- 
centralization of residential masses. This 
is a healthy sign when the thinning out 
comes as the result of home purchases in 
the suburbs by former urban tenants. But 
under the present administration of Sec- 
tion 207, large scale rental projects are 
being erected on the perimeter of metro- 
politan areas. These developments have 
the two-fold effect of siphoning tenants 
from existing housing, and competing 
with small house projects developed un- 
der Section 203 of the Act. If it is 
possible to enjoy the amenities of subur- 
ban life without assumption of home 
ownership, a great many prospective 
home buyers may elect to continue as 
tenants. So, in this respect, one portion 
of the Act, as administered, is in direct 
conflict with the other. 

“There are other implications in this 
decentralization trend. The withdrawal 
from urban centers of purchasing power 
must be reflected in declining rental 
values of retail space. Large retail units 
such as department stores, with tre- 
mendous plants, must eventually adapt 
their merchandising policies to this new 
condition. That some already recognize 
this condition is evidenced by their hav- 
ing opened branch shops in the larger 
suburban communities.” 


sponsibility for enforcing their recommended standards 
against their own membership. There is abundant evidence 
that the trade associations welcome this relief from final 
responsibility by placing the promulgation and enforcement 
of each order in the hands of the Government where it 
belongs,” he states. 

(For other comment on Wages-and-Hour legislation see 


page three) 
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CMBA ELECTS NEW 
OFFICER GROUP 
Around 450 members of the Chicag 
Mortgage Bankers Asso 
Max Lerner, protessor 
it Williams College, 
Political : and 
Prospects for 1940” at the organization's 
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President seorge H 
Dovenmucehle, Inc 
Ist Vice President Ferd Kramer 
Draper and Kramer, Inc 
2nd Vice President Thomas B 
Lake Michigan Mortgage Co 
jrd Vice President H. R. Goodwillie 
Avenue Realty & Mortgage Co 
Secretary C. A. Zoll 
The Northern Trust Company 
Treasurer P. R. Abrams 
City National Bank & Trust Co 
For Members of the Board of Direc 
tors for Year Ending 1940 
Ralph A. Hunt, Chicago Mortgage In 
vestment Company 
Bester P. Price, Bester P. Price Company 
H. L. Schmitz, Republic Realty Mort 
gage Corporation 
George W. Springer, 135 South LaSalle 
Street 
Byron V. Kanaley, Cooper, Kanaley & 
Co. 
Robert F. Wingard, Gr 
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DMBA NAMES SILL 


The Detroit Mortgage Bankers Asso 
ciation is busy perfecting plans for this 
year's National Convention on October 
$ 5 Patterson 
ten days ago and met with the 
local group. Charles A. Sill, Executive 
Vice-President of Drennan and Sill, Inc.., 
f Detroit, has been appointed as local 
onvention chairman and will direct the 
work for our twenty-sixth annual meet 
Ing The Hotel Statler has been ofh 
ially selected as the headquarters for the 
Convention. 
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Charles A. Mullenix 


Charles A. Mullenix is one of the most 
ictive members of the Mortgage Bankers 
Association as well as of our Board of 
Governors. At the present time he is a 
member of the group of governors whose 
term expires in 1940 and is a member of 
the finance committee. At our twenty- 
fourth annual Convention in Cleveland 
he was local convention chairman. 

Mr. Mullenix was born in Springfield, 
Ohio, and went to Wittenberg College. 
His business career began in the farm 
manufacturing business and 
he later served as as assistant superin- 
tendent of buildings of the Cleveland 
Board of Education for five years, and 
in 1924 organized the Cuyahoga Estates 
Company of which he is now president. 
He acts as loan correspondent for the 
Berkshire Life Insurance Company of 
Pittsheld, Mass., and the Phoenix Mu- 
tual Life Insurance Company of Hart- 
ford, Conn., also as authorized loan so- 
licitor for the Prudential Insurance Com- 
pany of America. He has served as 
president of the Apartment House Own- 
ers Association of Cleveland, and as 
president of the National Association of 
Apartment House Owners, and was the 
first president of the Mortgage Bankers 
Association of Cleveland. He is a member 
ot the Cleveland Real Estate Board and 
of the Appraisal Institute of the Na- 
tional Association of Real Estate Boards. 


machinery 


WATERS ON TOUR 
OF EAST CITIES 


President Waters and Secretary Pat- 
terson are now on their second extended 
tour on behalf of the Association. The 
first trip they made, late in the Fall, was 
through the South and Southwest. They 
are now covering certain Eastern and 
Upper Middle Western cities. 

Last Thursday and Friday they were 
in New York conferring with insurance 
company officials. Late Friday they were 
in Hartford, Connecticut, as guests at a 
party given by Murray Waters, Vice- 
President of the Aetna Life Insurance 
Company. Other guests included various 
Hartford insurance company officials. 

Monday night President Waters spoke 
before the recently organized Mortgage 
Bankers Association of Philadelphia. This 
was the organization's first large meeting. 

Tuesday they have a conference with 
FHA Administrator McDonald in Wash- 
ington. 

President Waters will speak before the 
St. Louis Mortgage Bankers Association 
January 19 and the next noon in Kansas 
City at the regular monthly meeting of 
the Kansas City Real Estate Board and 
that afternoon before a group of Kansas 
City mortgage men. A meeting has also 
been arranged for January 23 at the 
Hotel Fontenelle in Omaha by the 
Nebraska Mortgage Bankers Association. 


RECORD MBA POLL 


Response to our recent questionnaire 
to the membership on mortgage and busi- 
ness conditions brought forth the greatest 
number of replies ever recorded—well 
over two-thirds of the membership so far. 
The tabulated results are now being pre- 
pared and very soon Secretary George 
H. Patterson will begin a series of articles 
based upon them. The results of this 
poll, we believe, will prove surprising to 
many members. The four broad sections 
of the country will be shown separately; 
but any member who wishes a special 
tabulation of his state or his own com- 
munity may write Mr. Patterson and he 
will gladly prepare it. 


He is a member of the governing body 
of the Ohio Real Estate Association. He 
is chairman of its Taxation Committee 
and a trustee of the Apartment House 
Owners Association of Cleveland. 








